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was the Founder and CEO of Project 
Management Services, Inc., an Atlanta based 

150-person management consulting fi rm with 
a Fortune 500 client base, including such fi rms 
as AT&T, Delta Air Lines, DuPont, IBM and 
Motorola. He sold this fi rm in 1997. As a result 
of his investment and project management 
background, he developed and founded Due 
Diligence Online in 2004. The concept of virtual 

data rooms was a logical and natural result of 
his own experiences.
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ding history, and in general, far greater control 
over the data stored. 

Also, VDRs are generally quick and straight-
forward to set up, with no unusual software or 
hardware requirements. Better still, the price 
of VDRs is decreasing, making them more at-
tractive to smaller companies. This is just as 
well. Mikael Osterlund, a partner and Transac-
tion Services Leader at PricewaterhouseCoo-
pers, points out that in recent months, buyers 
and sellers have been more cost sensitive, and 
have been seeking cheaper data services as a 
result. They are even willing to share facilities 
on certain occasions. “The vendor can utilise 
existing VDR providers services in getting 
their due diligence information loaded to a 
secured and controlled shared platform. The 
buyer can reduce their own internal due dili-
gence teams’ and external advisers’ costs and 
still ascertain that all teams have all the avail-
able information at their disposal,” he says. 
Clearly, the positive factors of a VDR are nu-
merous, but experts in the field maintain that 
awareness of their potential is not as great as it 
could be. To some extent, it is true that they are 
now a common feature of M&A transactions 
in many jurisdictions, but their usage as part of 
reorganisations and restructurings could be far 
greater. However, many believe that the eco-
nomic downturn will force companies to seek 
cheaper alternatives when faced with these 
challenges, which in turn will result in VDRs 
becoming more popular. 

The heightened distress of many companies 
has also increased the likelihood of litigation 
or legal action, creating an alternative usage 
for VDRs. Litigating parties with VDRs in 

place will have the ability to create and man-
age folders for witnesses, depositions, demon-
stratives and motions, all of which can be lim-
ited to give access to only those it concerns. 
This can be extremely useful. “Since multiple 
parties need access to certain information, it 
is essential to store these documents outside 
the law firm’s firewall, due to the IT expense 
and potentially dangerous practice of outside 
counsel having access to the law firm’s serv-
ers,” agrees Mr Bradbary. Use of a VDR in 
these situations ensures that control of docu-
ments is instantly available, around the clock, 
both in and out the office. 

Going forward, experts envisage that the use 
of VDRs will increase, both with respect to on-
going operations and individual transactions. It 
is thought that this will be notable in the US, 
given the new emphasis placed on regulation 
by the Obama administration. Consequently, 
there is likely to be an increase in usage from 
private equity funds in particular, who are un-
der pressure to show greater levels of transpar-
ency with regards to due diligence, compliance 
and transparency. “The usage of VDRs for 
communicating and reporting to the fund’s in-
vestors is going to increase substantially,” pre-
dicts Mr Bradbary. “Likewise, companies are 
recognising the economies and conveniences 
of establishing central document repositories, 
whereby their staff are provided with controlled 
access, along with audit reporting and tracking, 
of information without regard to geographical 
limitations.” This is confirmed by the figures, 
which show that the growth of VDR usage in 
M&A transactions has grown exponentially. 
Indeed, over 80 percent of deals valued over 

$500m now utilise VDRs, says Mr Martin. And 
in mega deals, it is highly unusual for a VDR to 
be omitted from the process. However, VDRs 
are less prominent in the mid-market and be-
low, although the number of users is growing. 
Overall, the usage of VDRs has tripled in the 
last two years, and analysts expect this to con-
tinue, as more businesses become aware of the 
benefits that VDRs have to offer.  

Although smaller companies are still to be 
convinced by the benefits, the future of VDRs 
appears robust. Their security and ability to 
provide a superior service to physical data 
rooms is without question. There are, of course, 
ongoing concerns that VDRs do not guarantee 
that abuse of the system will not occur, but this 
problem tends to be even more prevalent when 
using even the most closely-monitored physi-
cal equivalents. VDR providers will be keen 
to advertise the benefits their system has over 
physical alternatives, especially among smaller 
businesses, where the adoption of VDRs has 
been slower. Ultimately, the growing popular-
ity and more widespread use of VDRs is proof 
in itself that they are becoming an essential 
tool for deal advisers and related professionals. 
Their popularity in large scale deals has under-
lined the credibility of VDRs among dealmak-
ers. The entire sale process has become shorter 
and more direct, negating the need for travel 
and other associated costs. As well as being 
a cheaper and time saving alternative, VDRs 
provide a solid framework in which companies 
can communicate with minimum levels of dis-
ruption – a particularly useful attribute given 
the added pressure businesses are facing the 
current economic downturn.   
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